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7 CFR Part

7 CFR PART 3565-- CGuaranteed Rural Rental Housing Program
Subpart A--CGeneral Provisions
Sec. 3565.1 Purpose.

The purpose of the Guaranteed Rural Rental Housing Program ( GRRHP)
is to increase the supply of affordable rural rental housing, through
t he use of |oan guarantees that encourage partnerships between the
Rural Housing Service, private | enders and public agenci es.

Sec. 3565.2 Applicability and authority.

The regul ati on prescribes the policies, authorizations, and
procedures for the guarantee of multifanm |y | oans under section 538 of
t he Housi ng Act of 1949.

Sec. 3565.3 Definitions.

Admi ni strator. The Admi nistrator of the Rural Housing Service, or
his or her designee.

Agency. The Rural Housing Service, or a successor agency.

Al l owabl e cl ai m amount. The total |osses incurred by the | ender, as
cal cul ated pursuant to subpart J of this part.

Applicable Federal Rate (AFR). The interest rate set by the federa
government for federal financing programnms pursuant to section 42 of the
I nt ernal Revenue Code.

Approved | ender. An eligible | ender who has been authorized by the
Agency to originate and service guaranteed multifamly | oans under the
program

Assignnent. The delivery by a |l ender to the Agency of the note and
any other security instrunents securing the guaranteed |oan; and any
and all liens, interest, or clainms the | ender nay have agai nst the
bor r ower .

Assi stance. Financial assistance in the formof a | oan guarantee or
interest credit received fromthe Agency.

Borrower. The individuals or entities responsible for repaying the
| oans.

Claim The presentation to the Agency of a demand for paynent for
| osses incurred on a | oan guaranteed under the program

Conbi nati on construction and permanent | oan. The Agency nay
guarantee a construction contract which has credit enhancenents to
protect the Governnent's interest. The construction guarantee will be
converted to a permanent guarantee when construction is conpleted and
the requirenents contained in the conditional conmitment are net.

Conditional comitment. The written conmitment by the Agency to
guarantee a loan subject to the stated ternms and conditions.
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Correspondent relationship. A contractual relationship between an
approved | ender and a non-approved | ender or nortgage broker in which
t he correspondent perforns certain origination, underwiting or
servicing functions for the approved | ender

Default. Failure by a borrower to neet any obligation or termof a
| oan, grant, or regulatory agreenent, or any program requirenent.

Del i nquency. Failure to make a tinmely payment under the termnms of
the prom ssory note or regul atory agreemnent.

Depart ment of Housing and Urban Devel opnent (HUD). A federal agency
whi ch may be a partner in some of the Agency guarantees.

Due diligence. The process of evaluating real estate in the context
of a real estate transaction for the presence of contamnination from
rel ease of hazardous substances, petrol eum products, or other
envi ronnent al hazards and determ ning what effect, if any, the
contam nati on has on the regulatory status or security value of the
property.

Eli gi bl e borrower. A borrower who neets the requirements of subpart
D of this part.

Eligible lender. A lender who nmeets the requirenents of subpart C
of this part or any successor regul ation.

Eligible loan. A loan that neets the requirenents of subpart E of
this part or any successor regul ation.

Eligible rural area. An eligible rural area is an area which neets
the requirenents of part 3550 of this chapter or any successor
regul ation.

Fanni e Mae. A Federally chartered--publicly owned enterprise
created by Congress to purchase, sell or otherwise facilitate the
purchase or sale of nortgages in the secondary nortgage market.

Federal Hone Loan Bank System A system of menber savi ngs and
| oans, banks and ot her | enders whose primary business is the making of
housi ng | oans.

Fi nal cl ai m paynent. The anpbunt due to the lender (or the Agency)
after disposition of the collateral is conplete and the proceeds from
[iquidation, as well as any other claimpaynments, are applied against
t he al | owabl e cl ai m anpunt .

Forecl osure. The process by which the ownership interest of a
borrower in a nortgaged property is extinguished and the security is
liquidated with the proceeds applied to the | oan

Freddie Mac. A Federally chartered, publicly owned enterprise
created to purchase, sell or otherwise facilitate the purchase or sale
of nortgages in the secondary nortgage nmarket.

GRRHP. CGuaranteed Rural Rental Housing Program

Guarantee fees. The fees paid by the lender to the Agency for the
| oan guar ant ee.

(1) Aninitial guarantee fee is due at the time the guarantee is
i ssued.
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(2) An annual guarantee fee is due at the begi nning of each year
that the guarantee remains in effect.

Guaranteed | oan. Any |l oan for which the Agency provides a | oan
guar ant ee.

Housi ng Fi nance Agency (HFA). A state or |ocal government
instrumentality authorized to issue housi ng bonds or otherw se provide
financing for housing. ldentity of interest. Wth respect to a project,
an actual or apparent financial interest of any type, that exists or
will exist anmong the borrower, contractor, |ender, syndicator,
management agent, suppliers of materials or services, including
pr of essi onal services, or vendors (including servicing and property
di sposal ), in any conbination of relationships which may result in an
actual or perceived conflict of interest

Income eligibility. A determination that the income of a tenant at
initial occupancy does not exceed 115 percent of the area nedi an i ncome
as such area nedian income is defined by HUD or a successor agency.

Indian tribe. Any Indian tribe, band, nation, or other organized group or
conmuni ty of Indians, including any Al aska Native village or regional or
vill age corporation, as defined by or established pursuant to the Al aska
Native Clainms Settlenent Act (43 U . S.C. 1601 et seq.), that is recognized as
eligible for the special prograns and services provided by the United States
to I ndi ans because of their status as Indians pursuant to the Indian Self-
Determ nati on and Educati on Assistance Act of 1975 (25 U.S.C. 450 et seq.); or
any entity established by the governing body of an Indian tribe, as described
in this definition, for the purpose of financing econom c devel opnent.

Interest credit. A subsidy available to eligible borrowers that
reduces the effective interest rate of the loan to the AFR

Land | ease. A witten agreement between a | andowner and a borrower
for the possession and use of real property for a specified period of
tinme.

Lease. A contract containing the rights and obligations of a tenant
or cooperative nenber and a borrower, including the amount of the
nmont hl y occupancy charge and other terms under which the tenant wll
occupy the housing.

Lender. A bank or other financial institution, including a housing
fi nance agency, that originates or services the guaranteed | oan.

Lender Agreenment. The witten agreenment between the Agency and the
| ender containing the requirements the | ender nust nmeet on a continuing
basis to participate in the program

Loan. A nechani sm by which a | ender funds the acquisition and
devel opnent of a nmultifamly project. Aloan in this context is secured
by a nortgage executed by the | ender and borrower.

Loan guarantee. A pledge to pay part of the loss incurred by a
l ender in the event of default by the borrower.
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Loan guarantee agreenent. The witten agreement between the Agency
and the |l ender containing the terns and conditions of the guarantee
with respect to an individual |oan.

Loan participation. A loan made by nore than one | ender wherein
each | ender funds an individual portion of the |oan.

Loan-to-value ratio. The anpbunt of the |oan divided by the
apprai sed market val ue of the project.

Maxi mum guar ant ee paynent. The naxi mum paynent by the Agency under
t he guarantee agreenent computed by applying the guarantee percentage
times the all owabl e cl ai manount, but not to exceed original principa
anmount .

Mortgage. A witten instrunent evidencing or creating a lien
agai nst real property for the purpose of providing collateral to secure
t he repaynent of a |oan. For program purposes, this may include a deed
of trust or any simlar docunent.

Multifam ly project. A project designed with five or nore living
units.

NOFA. A " "Notice of Funding Availability'' published in the Federa
Register to informinterested parties of the availability of assistance
and other non-regul atory natters pertinent to the program

Non- monet ary default. A default that does not involve the paynent
of noney.

Note. Any note, bond, assunption agreement, or other evidence of
i ndebt edness pertaining to a guaranteed | oan

Ofice of Inspector General (O G . The agency of USDA established
under the Inspector General Act.

Payment effective date. For the month payment is due, the day of
the nonth on which paynent will be effectively applied to the account
by the |l ender, regardless of the date payment is received.

Per manent | oan. A |oan that becomes effective upon Agency
acceptance of a lender certification of an acceptable m nimum | evel of
occupancy.

Prepayment. The payment of the outstanding bal ance on a | oan prior
to the note's maturity date.

Project. The total nunber of rental housing units and rel ated
facilities subject to a guaranteed | oan that are operated under one
management plan and one Regul atory Agreemnent.

Program requi renents. Any requirenents contained in any |oan
docunent, guarantee agreenent, statute, regul ati on, handbook, or
admi ni strative notice.

Prom ssory Note. See " “Note''

Qualified alien. For the purposes of this part, qualified alien
refers to any person lawfully admitted into the country who neets the
criteria of 42 U S.C. 1436a.
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Real Estate Omned. Denotes real estate that has been acquired by
the lender or the Agency (often known as "~ “inventory property'').

Recourse. The lender's right to seek satisfaction fromthe
borrower's personal financial resources or other resources for monetary
defaul t.

Regul at ory Agreement. The agreenent that establishes the
rel ati onshi p anong the Agency, the lender, and the borrower; and
contains the borrower's responsibilities with respect to all aspects of
t he managenment and operation of the project.

RHS. The Rural Housing Service within the Rural Devel opnent nission
area, or a successor agency, which admnisters section 538 guarant ees.
Rural area. A geographic area as defined in section 520 of the

Housi ng Act of 1949.

Rural Devel opnent. A nission area w thin USDA which includes RHS
Rural UWilities Service, and Rural Busi ness-Cooperative Service.

Servicing. The broad scope of activities undertaken to manage the
performance of a loan throughout its termand to assure conpliance with
t he program requirenents.

Si ngl e asset ownership. A borrower who owns only one project.

Sur plus cash. The borrower's remaining funds at the project's
fiscal year end, after making all required paynents, excluding required
reserves and escrows.

Tenant. The individual that holds the right to occupy a unit in
accordance with the terns of a | ease executed with the project owner.

U S. citizen. An individual who resides as a citizen in any of the
50 States, the District of Colunbia, the Conmobnwealth of Puerto Rico,
the U S. Virgin Islands, Guam Anerican Sanpa, the Conmonweal th of the
Northern Marinas, the Federated States of M cronesia, the Republic of
Pal au, or the Republic of the Marshall 1slands.

USDA. The United States Department of Agriculture.

Sec. 3565.4 Availability of assistance.

The Agency's authority to enter into comm tnents, guarantee |oans,
or provide interest credits is limted to the extent that
appropriations are available to cover the cost of the assistance. The
Agency will publish a NOFA in the Federal Register to notify interested
parties of the availability of assistance.

Appendix 1 - Page 9
(07-16-99) SPECI AL PN
Revi sed (06-06-02) SPECI AL PN

3565



7 CFR Part 3565

Sec. 3565.5 Ranking and selection criteria.

(a) Threshold criteria. Applications for |oan guarantee submtted
by | enders must include a | oan request for a project that nmeets all of
the followi ng threshold criteria:

(1) The project must involve an owner and a devel opment teamwith
qualifications and experience sufficient to carry out devel oprent,
management, and ownership responsibilities, and the owner and
devel opnent team nust not be under investigation or suspension from any
gover nnent prograns;

(2) The project must involve the financing of a property located in
an eligible rural area

(3) Demonstrate a readiness, for the project to proceed, including
subm ssion of a conplete application for a | oan guarantee and evi dence
of financing;

(4) Denonstrate market and financial feasibility; and

(5) Include evidence that the credit risk is reasonable, taking
i nto account conventional |ending practices, and factors related to
concentration of risk in a given nmarket and with a given borrower.

(b) Priority projects. Priority will be given to projects: in smaller
rural conmunities, in the nbst needy conmunities having the hi ghest percentage
of leveraging, having the | owest interest rate, having the highest ratio of 3-
5 bedroomunits to total units, or located in Enmpowernment Zones/Enterprise
Conmunities or on tribal lands. In addition, the Agency may, at its sole
di scretion, set aside assistance for or rank projects that neet imnportant
program goal s. Assistance will include both | oan guarantees and interest
credits. Priority projects must conmpete for set-aside funds. The Agency will
announce any assi stance set aside and selection criteria in the NOFA

Sec. 3565.6 Inclusion of tax-exenpt debt.
Tax- exenmpt financing can be used a source of capital for the guaranteed | oan.
Sec. 3565.7 Agency environnental requirenents.

The Agency will take into account potential environnental inpacts
of proposed projects by working with applicants, other federa
agencies, Indian tribes, State and | ocal governments, and interested
citizens and organi zations in order to formul ate actions that advance
the programgoals in a manner that will protect, enhance, and restore
environnental quality. Actions taken by the Agency under this subpart
are subject to an environnental review conducted in accordance with the
requi rements of 7 CFR part 1940, subpart G or any successor
regul ati ons.
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Sec. 3565.8 Civil rights conpliance.

(a) All actions taken by the Agency, or on behalf of the Agency, by
a lender will be conducted without regard to race, color,
religion, national origin, sex, marital status, age, income from public
assistance or having exercised their right under the Consumer Credit
Protection Act, and in accordance with the Equal Credit Opportunity Act
(ECOA) .

(b) Any action related to the sale, rental or advertising of dwellings;
in the provision of brokerage services; or in making available residential
real estate transactions involving Agency assistance, must be in accordance
with the Fair Housing Act, which prohibits discrimination on the basis of
race, color, religion, sex, national origin, familial status or handicap. It
is unlawful for a lender or borrower participating in the program to:

(1) Refuse to make accommodations in rules, policies, practices, or
services 1f such accommodations are necessary to provide a person with
a disability an opportunity to use or continue to use a dwelling unit
and all public and common use areas; and

(2) Refuse to allow an individual with a disability to make
reasonable modifications to a unit at his or her expense, if such
modifications may be necessary to afford the individual full enjoyment
of the unit.

(c) Any resident or prospective resident seeking occupancy or use
of a unit, property or related facility for which a loan guarantee has
been provided, and who believes that he or she is being discriminated
against may file a complaint with the lender, the Agency or the
Department of Housing and Urban Development. A written complaint should
be sent to the Secretary of Agriculture or of the Department of Housing
and Urban Development in Washington, DC.

(d) Lenders and borrowers that fail to comply with the requirements
of title VIII of the Civil Rights Act of 1968, as amended (the Fair
Housing Act), are liable for those sanctions authorized by law.

(e) For guaranteed loans with “interest credit,” the following additional
civil rights laws will apply and be enforced by the agency delivering this
guarantee program: title VI of the Civil Rights Act of 1964, section 504 of
the Rehabilitation Act of 1973, the Americans with Disabilities Act, Age
Discrimination Act of 1975, and title IX of the Education Amendments of 1972.

(f) In accordance with title VI, borrowers will be subjected to compliance
reviews for projects that receive interest credit.
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Sec. 3565.9 Conpliance with federal requirenents.

The Agency and the | ender are responsible for ensuring that the
application is in conpliance with all applicable federal requirenents,
including the follow ng specific statutory requirenents:

(a) Intergovernnental review. 7 CFR part 3015, subpart V,

"I ntergovernmental Review of Departnent of Agriculture Prograns and
Activities'', or successor regulation, including the Agency suppl enent al
admi ni strative instruction, RD Instruction 1940-J (available in any Rura
Devel opnent O fice).

(b) National flood insurance. The National Flood Insurance Act of 1968, as
amended by the Flood Disaster Protection Act of 1973; the National Flood
I nsurance Reform Act of 1994; and 7 CFR part 1806, subpart B, or successor
regul ati on.

(c) Cean Air Act and Water Pollution Control Act Requirenents. For any
contract, all applicable standards, orders or requirements issued under
section 306 of the Clean Air Act; section 508 of the Clean Water Act;
Executive Order 11738; and EPA regul ations at part 32, of title 40.

(d) Historic preservation requirenents. The provisions of 7 CFR part 1901,
subpart F or successor regul ation.

(e) Lead-based paint requirenents. The provisions of 7 CFR part 1924,
subpart A, or successor regulation.

Sec. 3565.10 Conflict of interest.

(a) Objective. It is the objective within the Rural Devel oprment
m ssion area to mmintain the highest standards of honesty, integrity,
and inpartiality by enpl oyees.

(b) Rural Devel oprment requirement. To reduce the potential for
enpl oyee conflict of interest, all Rural Devel opment activities will be
conducted in accordance with 7 CFR part 1900, subpart D, or successor
regul ati on by Rural Devel opment enpl oyees who:

(1) Are not thenselves a beneficiary;

(2) Are not family menbers or known relatives of any beneficiary;
and

(3) Do not have any business or personal relationship with any
beneficiary or any enpl oyee of a beneficiary.

(c) Rural Devel oprment enpl oyee responsibility. Rural Devel opnent
enpl oyees must di scl ose any known rel ati onship or association with a
| ender or borrower or their agents, regardl ess of whether the
rel ati onship or association is known to others. Rural Devel oprment
enpl oyees or menbers of their famlies may not purchase a Real Estate
Owned property, security property froma borrower, or security property
at a foreclosure sale.
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(d) Loan closing agent responsibility. Loan closing agents (or
menbers of their famlies) who have been involved with a particul ar
property are precluded from purchasi ng such properties.

(e) Lender and borrower responsibility. Lenders, borrowers, and
their agents rmust identify any known relationship or association with a
Rur al Devel opnent enpl oyee

Secs. 3565.11-3565.12 [Reserved]
Sec. 3565.13 Exception authority.

An Agency official may request and the Adm nistrator or designee
may make an exception to any requirenent or provision, or address any
om ssion of this part, if the Admi nistrator deterni nes that application
of the requirement or provision, or failure to take action, would
adversely affect the governnment's interest or the program objectives, and
provi ded that such an exception is not inconsistent with any applicable | aw or
statutory requirement.

Sec. 3565.14 Review and appeal s.

Whenever RHS nakes a decision that is adverse to a |lender or a
borrower, RHS will provide witten notice of such adverse decision and
of the right to a USDA Nati onal Appeals Division hearing in accordance
with 7 CFR part 11 or successor regul ations. The | ender or borrower nay
request an informal review with the decision maker and the use of
avail abl e alternative dispute resolution or nediation progranms as a
nmeans of resolution of the adverse decision. Any adverse deci sion
whet her appeal abl e or non-appeal abl e may al so be revi ewed by the next
| evel RHS supervisor. Adverse decisions affecting project tenants or
applicants for tenancy will be handled in accordance with 7 CFR part
1944, subpart L or successor regul ations.

Sec. 3565.15 Oversight and nonitoring.

The | ender, borrower, and all parties involved in any manner with
any guarantee under this program nust cooperate fully with al
oversi ght and monitoring efforts of the Agency, O fice of |nspector
CGeneral, the U S. General Accounting Ofice, and the U. S. Departnent of
Justice or their representatives including naking avail abl e any records
concerning this transaction. This includes the annual eligibility audit
and any other oversight or nmonitoring activities. |If the Agency
i mpl enents a requirenment for an electronic transfer of information, the
| ender and borrower nust cooperate fully.
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Sec. 3565.16 [Reserved]
Sec. 3565.17 Denonstration prograns.

To test ways to expand the availability or enhance the
ef fecti veness of the guarantee program or for simlar purposes, the
Agency may, fromtine to tinme, propose denonstration progranms that use
| oan guarantees or interest credit. Toward this end, the Agency may
enter into special partnerships with lenders, financial intermediaries,
or others to carry out one or nore elenents of a denobnstration program
Denonstration programs will be publicized
by notices in the Federal Register

Secs. 3565.18-3565.49 [Reserved]
Sec. 3565.50 OMB control numnber.

According to the Paperwork Reduction Act of 1995, no party is
required to respond to a collection of information unless it displays a
valid OVB control nunber. The valid OVB control numnber for this
i nformation collection is 0575-0174.

Subpart B--CGuarantee Requirenents

Sec. 3565.51 Eligible | oans and advances.

Upon approval of an application froman approved | ender, the Agency

will commt to providing a guarantee for a permanent | oan or a
conbi nati on constructi on and permanent | oan, subject to the
availability of funds. The Agency will not guarantee a construction

loan that is not a conbination construction and permanent | oan
Sec. 3565.52 Extent of the guarantee.

A guarantee of a permanent | oan will be nmade once the project has
attained a mnimum | evel of acceptable occupancy as determ ned by the
| ender with Agency concurrence. The required occupancy |evel mnust be
reached before the commitment for a | oan guarantee, including any
ext ensi ons, expires. For conbi nation construction and permanent | oans,

t he Agency will guarantee advances during the construction | oan period
(whi ch can not exceed 24 nmonths). The guarantee of construction |oan
advances will convert to a pernmanent |oan guarantee once the required

| evel of occupancy has been reached.
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(a) Maxi mum guar ant ee anopunt. The nmaxi mum guarantee for a permanent

loan will be 90 percent of the unpaid principal and interest of the
| oan. The Agency liability under any guarantee will decrease or
i ncrease, in proportion to any increase or decrease in the anpunt of
t he unpaid portion of the loan, up to the maxi mum anmount specified in
t he guarantee document. The Agency will guarantee construction
contracts not to exceed 90 percent of the work in place which have
credit enhancenents to protect the Governnent's guarantee. Acceptable
credit enhancenents include:

(1) Surety bonding or performance and paynent bonding are the
preferred credit enhancemnent;

(2) An irrevocable letter of credit acceptable to the Agency; and

(3) A pledge by the | ender of acceptable collateral

(b) Lesser guarantee amount. The Agency may provide a | esser
guar ant ee based upon its evaluation of the credit quality of the | oan.

(c) Cancellation or reduction to the guarantee anmount. In cases of
fraud, m srepresentation, abuse, negligence, or failure to followthe
terms of the guarantee or the note, the Agency may cancel the
guar ant ee.

Sec. 3565.53 Guarantee fees.

As a condition of receiving a | oan guarantee, the Agency will
charge the follow ng guarantee fees to the | ender

(a) Initial guarantee fee. The Agency will charge an initial
guarantee fee equal to one percent of the guarantee amount. For
purposes of calculating this fee, the guarantee amount is the product
of the percentage of the guarantee times the initial principal amount
of the guaranteed loan.

(b) Annual guarantee fee. An annual guarantee fee of at |east 50
basi s points (one-half percent) of the outstanding principal amunt of
the loan will be charged each year or portion of a year that the
guarantee is in effect. This fee will be collected on January 1, of each
calendar year.

(c) Surcharge for guarantees on construction advances. The Agency
may, at its sole discretion, charge an additional fee on the portion of
t he | oan advanced during construction. This fee will be charged in
advance at the start of construction and will be announced in NOFA
bef ore | oan approval.
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Sec. 3565.54 Transferability of the guarantee.

A lender must receive the Agency's approval prior to any sale or
transfer of the | oan guarantee.

Sec. 3565.55 Participation |Ioans.

Loans involving multiple lenders are eligible for a guarantee when
one of the lenders is an approved | ender and agrees to act as the |ead
l ender with responsibility for the | oan under the | oan guarantee
agr eenent .

Sec. 3565.56 Suspension or term nation of |oan guarantee agreemnent.

A guarantee agreement will termi nate when one of the follow ng
actions occurs: (In accordance with subpart H of this part, use
restrictions on the property will remain if the follow ng actions take
pl ace prior to the termof the |oan and RHS determ nes the restrictions
apply.)

(a) Voluntary termination. A lender and borrower voluntarily
request the term nation of the | oan guarantee.

(b) Agency withdrawal of guarantee. The Agency withdraws the | oan
guarantee in the event of fraud, m srepresentation, abuse, negligence,
or failure to nmeet the programrequirenents.

(c) Mortgage pay-off. The loan is paid.

(d) Settlenent of claim Final settlement of the claim

Sec. 3565.57 Mbdification, extension, reinstatement of |oan guarantee.

To protect its interest or further the objectives of the program
the Agency may, at its sole discretion, nodify, extend, or reinstate a
| oan guarantee. In making this decision the Agency wi |l consider
potential |osses under the program inpact on the tenants and the
public reaction that may be received regarding the action. Further, the
Agency may authorize a guarantee on a new loan that is originated as a
part of a workout agreenent.

Secs. 3565.58-3565.99 [Reserved]
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Sec. 3565.100 OWB control nunber.

According to the Paperwork Reduction Act of 1995, no party is
required to respond to a collection of information unless it displays a
valid OVB control nunber. The valid OVB control nunber for this
i nformation collection is 0575-0174.

Subpart C--Lender Requirenents
Sec. 3565.101 Responsibility of |enders.

A participating | ender rmust originate and service a guaranteed | oan
in accordance with the regul ati on and program requiremnments throughout
the Iife of a |oan or guarantee, whichever is less. Wen it is in the
best interests of the Agency, the Agency may permit the transfer of
servicing fromthe originating lender to a servicer

Sec. 3565.102 Lender eligibility.

An eligible lender nmust be a |icensed business entity or HFA in
good standing in the state or states where it conducts business; be
approved by the Agency; and neet at |east one of the criteria contained
bel ow. Lenders who are not eligible may participate in the programif
they maintain a correspondent relationship with a | ender who is
eligible. An eligible | ender mnust:

(a) Meet the qualifications of, and be approved by, the Secretary
of HUD to make nmultifam |y housing | oans that are to be insured under
t he National Housing Act;

(b) Meet the qualifications and be approved by Fanni e Mae or
Freddie Mac to nake nultifamily housing | oans that are to be sold to
such corporations;

(c) Be a state or local HFA, or a nenber of the Federal Home Loan
Bank system with a denonstrated ability to underwite, originate,
process, close, service, manage, and di spose of multifan |y housing
| oans in a prudent manner;

(d) Be a lender who neets the requirenments for Agency approva
contained in this subpart and has a denonstrated ability to underwite,
originate, process, close, service, manage, and dispose of nultifamly
housi ng I oans in a prudent manner; or
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Sec. 3565.102 (Con.)

(e) Be a lender who neets the following requirenents in addition to
the other requirenments of this subpart and of subpart | of this part:

(1) Have qualified staff to performnultifam |y housing servicing
and asset mmnagenent;

(2) Have facilities and systemnms that support servicing and asset
management functions; and

(3) Have docunented procedures for carrying out servicing and asset
management responsibilities.

Sec. 3565.103 Approval requirenents.

The Agency will establish and maintain a ~"list of approved
l enders''. To be an approved | ender, eligible | enders nust neet the
followi ng requirenents and nmaintain themon a continuing basis at a
| evel consistent with the nature and size of their portfolio of
guar ant eed | oans.

(a) Commitnent. A |ender nmust have a conmitment for a guaranteed
| oan or an agreenent to purchase a guaranteed | oan

(b) Audited statement. A lender must provide the Agency with an
annual audited financial statenment conducted in accordance with
general |y accepted governnent auditing standards.

(c) Previous participation. A lender may not be delinquent on a
federal debt or have an outstanding finding of deficiency in a federa
housi ng program

(d) Ongoing requirements. A |l ender rmust neet the follow ng
requirenments at initial application and on a continuing basis
thereafter:

(1) Overall financial strength, including capital, liquidity, and
| oan | oss reserves, to have an acceptable | evel of financial soundness
as determined by a lender rating service (such as Sheshunoff, Inc.); or
to be an approved Fannie Mae, Freddie Mac or HUD Federal Housing
Admi nistration multifamly lender; or, if a state housing finance
agency, to have a top tier rating by a rating agency (such as Standard
and Poor's Corporation);

(2) Bonding and insurance to cover business rel ated | osses,
including directors and of ficers insurance, business incone |oss
i nsurance, and bonding to secure cash managenent operati ons;

(3) A mninmumof two years experience in originating and servicing
multifamly | oans;

(4) A positive record of past perfornmance when participating in RHS
or other federal |oan prograns;
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(5) Adequate staffing and training to performthe program
obligations; the head underwiter must have 3 years of experience and
all staff must receive annual nultifamly training;

(6) Dempnstrated overall financial stability of the business over
the past five years;

(7) Evidence of reasonabl e and prudent business practices for
managenment of the program and

(8) No negative information on Dunn & Bradstreet or simlar type
report.

(9) The lender must certify that they have conputer systems that conply
wi th year 2000 technol ogy.

Sec. 3565.104 Application requirenents.

Eligi ble Il enders must submit a | ender approval application, in a
format prescribed by the Agency. The | ender approval application
submi ssi on nmust occur at the time the I ender submits its first
application for a | oan guarantee, or its first application to purchase
a guaranteed | oan. The application nust include docunmentation of |ender
conpliance with Sec. 3565.103. A non-refundable application fee will be
charged for each review of a lender's application. The anount of the
fee will be announced in NOFA.

Sec. 3565.105 Lender conpliance.

A lender will remain an approved | ender unless terninated by the
Agency. To mmintain approval, the |ender rmust conmply with the follow ng
requi renents.

(a) Maintain eligibility in accordance with Sec. Sec. 3565.102 and
3565. 103;

(b) Comply with all applicable statutes, regulations, and
pr ocedures;

(c) Informthe Agency of any material change in the |ender's
staffing, policies and procedures, or corporate structure;

(d) Cooperate fully with all program or Agency nonitoring and
audi ting policies and procedures, including the Agency's annual audit
of approved | enders; and

(e) Maintain active participation in the multifam |y guaranteed
| oan program by initiating a new | oan guarantee or holding a | oan
guar ant eed under this program
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Sec. 3565.106 Construction |ender requiremnments.

A lender making a construction |loan, as part of a comnbination
construction and pernmanent |oan, nust denonstrate an ability to
originate and service construction loans, in addition to nmeeting the
other requirements of this subpart.

Sec. 3565.107 [Reserved]

Sec. 3565.108 Responsibility for actions of agents and nortgage
br okers.

An approved lender is responsible for the actions of its agents and
nort gage brokers.

Sec. 3565.109 M nimum | oan prohibition

A |l ender must not establish a mninum | oan anmpbunt for | oans under
this program

Sec. 3565.110 Insolvency of |ender

The Agency may require a lender to transfer a guaranteed |oan or
| oans to anot her approved | ender prior to a determ nation of insolvency
by the lender. If the lender fails to transfer a | oan when required,
the guarantee will be considered null and void.

Sec. 3565.111 Lobbying activities.

An approved | ender nust conply with RD Instruction 1940-Q
(avail abl e in any Rural Devel opnent O fice) regarding | obbying
activities.

Secs. 3565.112-3565.149 [ Reserved]
Sec. 3565.150 OMB control numnber.

According to the Paperwork Reduction Act of 1995, no party is

required to respond to a collection of information unless it displays a

valid OMB control number. The valid OVB control nunber for this
informati on collection is 0575-0174.
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Subpart D--Borrower Eligibility Requirements
Sec. 3565.151 Eligible borrowers.

Guar anteed | oans nust be nade to an eligible borrower whose
intention is to provide and maintain rural rental housing. The
ownership entity nust be a valid entity in good standi ng under the | aws
of the jurisdiction in which it is organized. Eligible borrowers shal
i ncl ude individuals, corporations, state or l|ocal public agencies or an
instrumentality thereof, partnerships, limted liability conpanies,
trusts, Indian tribes, or any organization deenmed eligible by the
Agency. Eligible borrowers nmust be U S. citizens or permanent |ega
residents; a U S. owned corporation, or alimted liability conpany, or
partnership in which the principals are U.S. citizens or pernanent
| egal residents.

Sec. 3565.152 Control of |and.

At time of application, the | ender must have evidence of site
control by the borrower (option to purchase, |ease, deed or other
evi dence acceptable to the Agency). At the time of loan closing, the
| ender's cl osing docket must provide docunentary evi dence that the
borrower owns or has a long-term|ease on the land on which the housing is or
will be located. The form of ownership or the |easehold agreement nust
nmeet Agency requirements. Notw thstanding any investnent in the site,
the site may not be accepted based on the Agency's environmental
assessnent.

Sec. 3565.153 Experience and capacity of borrower.

At the time of application, the I ender nust certify that the
bor r ower :

(a) Has the ability and experience to construct or rehabilitate
multifam |y housing that nmeets the requirements established by the
Agency, the lender and the | oan agreenent;

(b) Has the legal and financial capacity to neet all of the
obligations of the |oan; and

(c) Has the ability and experience to nmeet the property managenent
requi renents established by the Agency, the | ender, and the | oan
agr eenent .
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Sec. 3565.154 Previous participation in state and federal prograns.

Loans to borrowers who are delinquent on a federal debt may not be
guaranteed. Furthernore, borrowers or principals thereof who have
defaulted on state or |ocal government |oans will not be eligible for a
guar antee unl ess the Agency deternm nes that the default was beyond the
borrower's control, and that the identifiable reasons for the default
no |l onger exist. At the tine of application, the | ender rmust obtain
fromthe borrower a certification that the borrower is not under any
state or federal order suspending or debarring participation in state
or federal |oan programs and that the borrower is not delinquent on any
non-tax obligation to the United States.

Sec. 3565.155 ldentity of interest.

At the time of application, the I ender nust certify that it has
di scl osed any and all identity of interest relationships and
preexisting conditions with respect to its relationships and that of
the borrower, or that no identity of interest relationships exists.
Identity of interest relationships include any financial or other
rel ati onship that exists or will exist between a | ender, borrower,
management agent, supplier, or any agent of any of these entities, that
could influence, give the appearance of influencing or have the
potential to influence the actions of the parties in carrying out their
responsi bilities under the program Disclosure will be in a form and
manner established by the Agency.

Sec. 3565.156 Certification of conpliance with federal, state, and
local laws and with Agency requirenents.

At the time of application, the | ender nust obtain fromthe
borrower a certification of conpliance with all applicable federal
state, and local laws, and wi th Agency requirements regarding
di scrimnation and equal opportunity in housing, including title VIII
of the Civil R ghts Act of 1968, and the Fair Housi ng Amendnents Act of
1988. The borrower must also certify that it is not the subject of any
federal, state, or local sanction or punitive action.

Secs. 3565.157-3565.199 [ Reserved]
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Sec. 3565.200 OWB control nunber.

According to the Paperwork Reduction Act of 1995, no party is
required to respond to a collection of information unless it displays a
valid OVB control nunber. The valid OVB control nunber for this
i nformation collection is 0575-0174.

Subpart E--Loan Requirenents
Sec. 3565.201 Ceneral.

To be eligible for a guarantee, a loan nmust conply with the
provi sions of this subpart and be originated by an approved | ender

Sec. 3565.202 Tenant eligibility.

(a) Limts on incone of tenants. The housing units subject to a
guar anteed | oan nmust be avail abl e for occupancy only by | ow or
noderate-inconme fanmilies or individuals whose inconmes at the tinme of
initial occupancy do not exceed 115 percent of the area medi an incorme.
After initial occupancy, a tenant's incone may exceed these limts.

(b) Citizenship status. A tenant nust be a United States citizen or
a noncitizen who is a qualified alien as defined in Sec. 3565. 3.

Sec. 3565.203 Restrictions on rents.

The rent for any individual housing unit, including any tenant-paid
utilities, must not exceed an anpunt equal to 30 percent of 115 percent
of area medi an income, adjusted for famly size. In addition, on an
annual basis, the average rent for a project, taking into account al
i ndi vidual unit rents, nust not exceed 30 percent of 100 percent of
area medi an i nconme, adjusted for famly size.

Sec. 3565.204 Maxi mum | oan anpunt.

(a) Section 207(c) limts and exceptions. For that part of the
property that is attributable to dwelling use, the principal obligation
of each guaranteed | oan nmust not exceed the applicable maxi mum per-unit
l[imtations under section 207(c) of the National Housing Act.

(b) Loan-to-value limts. (1) In the case of a borrower that is a
nonprofit organization or an agency or body of any State, |ocal or
tri bal government, each guaranteed | oan nust involve a principa
obligation that does not exceed the | esser of 97 percent of:

Appendi x 1 - Page 23
(07-16-99) SPECI AL PN
Revi sed (06-06-02) SPECI AL PN

3565



7 CFR Part 3565
Sec. 3565.204 (Con.)

(i) The devel opnent costs of the housing and related facilities, or

(ii) The lender's determ nation of value not to exceed the
apprai sed value of the housing and facilities.

(2) In the case of a borrower that is a for-profit entity or other
entity not referred to in paragraph (b)(1) of this section, each
guaranteed | oan rmust involve a principal obligation that does not
exceed the |l esser of 90 percent of:

(i) The devel opnent costs of the housing and related facilities, or

(ii) The lender's determ nation of value not to exceed the
apprai sed value of the housing and facilities. (3) To protect the interest
of the Agency or to further the
obj ectives of the program the Agency nmay establish | ower |oan-to-value
l[imts or further restrict the statutory maximumlimts based upon its
eval uation of the credit quality of the |oan.

(c) Necessary assistance review. (1) A lender requesting a | oan
guarantee must review all | oans to determ ne the appropriate anpunt of
assi stance necessary to conmplete and maintain the project. The | ender
shall recommend to the Agency an adjustment in the | oan amount if
appropriate as a result of this review.

(2) Where the project financing conbines a guaranteed |loan with
Low I nconme Housing Tax Credits or other Federal assistance, the project
nmust conformto the policies regardi ng necessary assistance in 7 CFR
part 1944, subpart E or successor provision.

Sec. 3565.205 Eligible uses of |oan proceeds.

El i gi bl e uses of |oan proceeds nust conformw th standards and
conditions for housing and facilities contained in 7 CFR part 1924,
subpart A or successor provision, except that the Agency, at its sole
di scretion, nay approve, in advance, a higher |evel of anenities,
construction, and fees for projects proposed for a guaranteed | oan
provided the costs and features are reasonable and customary for
simlar housing in the market area.

(a) Use of | oan proceeds. The proceeds of a guaranteed | oan may be
used for the foll owi ng purposes relating to the project.

(1) New construction costs of the project;

(2) Moderate or substantial rehabilitation of buildings and
acquisition costs when related to the rehabilitation of a building as
descri bed in paragraph (b) of this section

(3) Acquisition of existing buildings, when approved by the Agency,
for projects that serve a special housing need,;
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(4) Acquisition and inproverment of |and on which housing will be
| ocat ed;

(5) Devel opment of on-site and off-site inprovenents essential to
the use of the property;

(6) Devel opment of related facilities such as comunity space,
recreation, storage or naintenance structures, except that any high
cost recreational facility, such as sw mm ng pools and exercise cl ubs
or simlar facilities, must be specifically approved in advance by the
Agency;

(7) Construction of on-site nmanagenent or maintenance offices and
living quarters for operating personnel for the property being
fi nanced;

(8) Purchase and installation of appliances and certain approved
decorating items, such as w ndow blinds, shades, or wall paper

(9) Devel opment of the surroundi ng grounds, including parking,
signs, | andscapi ng and fencing;

(10) Costs associated with conmercial space provided that:

(i) The project is designed primarily for residential use;

(ii) The commercial use consists of essential tenant service type
facilities, such as laundry roons, that are not otherw se conveniently
avai |l abl e;

(iii) The comercial space does not exceed 10 percent of the gross
floor area of the residential units and common areas, unless a higher
level is specifically approved in witing by the Agency; and

(iv) The comrercial activity is conpatible with the use of the
project and that the income is not nore than 10 percent of the tota
annual operating income of the project.

(11) Costs for feasibility determ nation, |oan application fees,
apprai sal's, environmental docunentation, professional fees or other
fees determined by the Agency to be necessary to the devel opment of the
proj ect ;

(12) Technical assistance to and by non-profit entities to assist
in the formation, devel opment, and packagi ng of a project, or formation
or incorporation of a borrower entity;

(13) Education progranms for a board of directors, both before and
after incorporation of a cooperative that will serve as the borrower;

(14) Construction interest accrued on the construction | oan

(15) Rel ocation assistance in the case of rehabilitation projects;

(16) Devel opers' fees; and

(17) Repaying applicant debts in the follow ng cases:
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(i) When the Agency authorizes in witing in advance the use of
| oan funds to pay debts for work, materials, |and purchase, or other
fees and charges before the I oan is closed; or

(ii) When the Agency concurs in witing with a determ nation by the
| ender that costs for work, fees and charges incurred prior to |oan
application are integral to devel opnent of the guarantee application
and proj ect.

(b) Rehabilitation requirenents. Rehabilitation work must be
classified as either noderate or substantial as defined in exhibit K of
7 CFR part 1924, subpart A or a successor docunent. In all cases, the
buil di ng or project must be structurally sound, and inprovements nust
be necessary to nmeet the requirements of decent, safe, and sanitary
l[iving units. Applications rmust include a structural analysis, along
wi th plans and specifications describing the type and anount of pl anned
rehabilitation. The project as rehabilitated must nmeet the applicable
devel opnent standards contained in 7 CFR part 1924, subpart A or a
successor regulation, as well as any applicable historic preservation
requi renents. All proposed rehabilitation projects are subject to an
environnental review conpleted in accordance with 7 CFR part 1940,
subpart G or a successor regul ation

Sec. 3565.206 Ineligible uses of |oan proceeds.

Loan proceeds rmust not be used for the foll ow ng:

(a) Specialized equi pnent for training and therapy;

(b) Housing in mlitary inmpact areas;

(c) Housing that serves primarily tenporary and transient
resi dents;

(d) Nursing homes, special care facilities and institutional type
hones that require licensing as a nedical care facility;

(e) Operating capital for central dining facilities or for any
items not affixed to the real estate, such as special portable
equi prrent, furnishings, kitchen ware, dining ware, eating utensils,
novabl e tabl es and chairs, etc.

(f) Paynent of fees, salaries and comnr ssions or conmpensation to
borrowers (except devel opers' fees); or

(g) Refinancing of an outstanding debt, except in the case of an
exi sting guaranteed | oan where the Agency determines that the
refinancing is in the governnent's interest or furthers the objectives
of the program The term and anount of any |oan for refinancing nust
not exceed the nmaxi num | oan amount or termlimts.
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Sec. 3565.207 Formof lien.

The | oan originated by the | ender for a guarantee nmust be secured
by a first lien against the property.

Sec. 3565.208 Maximum |l oan term

(a) Statutory termlimt. The lender may set the term of the |oan
but in no instance may the termof a guaranteed | oan exceed the |esser
of 40 years or the remmining econonmic |life of the project.

(b) Prepaynent of l|oans. A guaranteed |oan may be prepaid in whole
or in part at the determ nation of the | ender, and upon the |ender's
witten notice to the Agency at |east 30 days prior to the expected
date of prepayment. The Agency will not pay any |ockout or prepaynent
penalty assessed by the | ender. The | ender nust certify the follow ng
in the notice of prepaynent:

(1) The | ease docunents used by the borrower or its agent prohibit
t he abrogation of tenant | eases in the event of prepayment; and

(2) The borrower has notified tenants of the request to prepay the
[ oan, including notice of the prohibition agai nst abrogation of the
| ease and the policy and procedure for handling conplaints regarding
conpliance with the long-termuse restriction as contained in subpart H
of this part.

Sec. 3565.209 Loan anortization.

3565

Each guaranteed | oan shall be made for a period of not |ess than 25 nor

greater than 40 years fromthe date the | oan was nade and may provide for

anortization of the | oan over a period of not to exceed 40 years with a fina

paynment of the bal ance due at the end of the loan term
Sec. 3565.210 Maxinmuminterest rate.

The interest rate for a guaranteed | oan nust not exceed the maxi num
al l owabl e rate specified by the Agency in NOFA. Such rate rnust be fixed
over the term of the | oan.
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Sec. 3565.211 Interest credit.

(a) Limtation. For at |east 20 percent of the | oans made during
each fiscal year, the Agency will provide assistance in the form of
interest credit, to the extent necessary to reduce the agreed-upon rate
of interest to the AFR as such termis used in section 42(1)(2)(D) of
the Internal Revenue Code of 1986, 26 U S.C 7805, Sec. 1.42-1T.

(b) Selection criteria. The Agency will select projects to receive
interest credits using any of such criteria as the Agency
may establish for priority projects as contained in subpart A of this
part.

Sec. 3565.212 Miltiple guaranteed | oans.

The Agency may guarantee nore than one | oan on any project if al
guaranteed | oans, in the aggregate, conply with these regul ations,
including without limtation:

(a) In the aggregate, |oans do not exceed the nmaxi mum guarant eed
| oan anmount and |l oan-to-value linmts, as contained in Sec. 3565.204;

(b) I'n the aggregate, loans are all to be secured equally by a
first lien as the Agency may, at its sole discretion, determn ne
necessary to ensure repayment of the |oans; and

(c) If different lenders originate the | oans, each |ender has
executed an interest creditor agreenent in formand substance acceptable to
t he Agency; and

(d) The loans do no contain tax exenpt financing.

Sec. 3565.213 Geographic distribution.

The Agency may refuse to guarantee a loan in an area where there is
undue risk due to a concentration in the market of properties subject
to a Agency guaranteed | oan. The Agency will consider the credit
quality of the I oan and overall market conditions in making a
determ nati on of undue risk. If any of the Agency guaranteed | oans in
the market are experiencing vacancy rates in excess of 15% and the
vacancy is due to market conditions, the Agency will invoke this
provi si on and not guarantee the | oan.

Sec. 3565.214 [Reserved]
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Sec. 3565.215 Special conditions.

(a) Use of third party funds. As a condition of receiving a
guaranteed | oan, the Agency, or the lender if designated by the Agency,
nmust review the ternms and conditions of any secondary financing or
fundi ng of projects, including |oans, capital grants or renta
assi stance.

(b) Recourse. If required by the | ender, |oans guaranteed under
this program may be made on a recourse or nonrecourse basis, or with
any personal or special borrower guarantees on collateralization.

Sec. 3565.216-3565. 249 [Reserved]
Sec. 3565.250 OWB control nunber.

According to the Paperwork Reduction Act of 1995, no party is
required to respond to a collection of information unless it displays a
valid OVB control nunber. The valid OVB control numnber for this
i nformation collection is 0575-0174.

Subpart F--Property Requirenents
Sec. 3565.251 Eligible property.

To be eligible for a guaranteed | oan, a property nust be used
primarily for residential dwelling purposes and rmust neet the foll ow ng
requi renents or the requirements of this subpart:

(a) Property location. Al the property nmust be located in a rura
ar ea.

(b) M nimmsize of devel opnment. The property nust consist of at
| east five rental dwelling units.

(c) Non-contiguous sites. For a | oan secured by two or nore non-
conti guous parcels of land, all sites nust neet each of the follow ng
requi renents:

(1) Located in one market area;

(2) Managed under one managenent plan with one | oan agreenent or
resolution for all of the sites; and

(3) Consist of single asset ownership.

(d) Compliance with Statutes. Al properties must conply with the
applicable requirements in section 504 of the Rehabilitation Act of
1973, the Fair Housing Act, the Americans with Disabilities Act, and
ot her applicable statutes.
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Sec. 3565.252 Housing types.

The property may include new construction or substantially
rehabilitated existing structures. The units may be attached, detached,
sem - detached, row houses, nodul ar or nanufactured houses, or
multifam ly structures. Manufactured housi ng must neet Agency
requi renents contained in 7 CFR part 1924, subpart A or a successor
regul ati on. The Agency proposes to guarantee proposals for new
construction or acquisition with rehabilitation of at |east $15, 000 per
unit. The portion of the guaranteed funds for acquisition with
rehabilitation is limted to 25 percent of the program authority.

Sec. 3565.253 Form of ownership

The property must be owned in fee sinple or be subject to a ground
| ease or other legal right in land acceptable to the Agency.

Sec. 3565.254 Property standards.

(a) Housing quality and site and nei ghborhood standards. The
property must neet the site and nei ghborhood requirenents established
by the state or locality, and those standards contai ned under 7 CFR
part 1924, subparts A and C or any successor regul ations.

(b) Third party assessnments. As part of the application for a
guaranteed | oan, the |l ender nust provide docurmentation of qualified
third parties' assessments of the property's physical condition and any
environnental conditions or hazards which may have a bearing on the
mar ket val ue of the property. These assessnments mnust include:

(1) An acceptable property appraisal

(2) A Phase | Environnental Site Assessnent (American Society of
Testing and Materials).

(3) A Standard Fl ood Hazard Determ nation

(4) In the case of the purchase of an existing structure,
rehabilitation or refinancing, a physical needs assessnent.
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Sec. 3565.255 Environnental requirenents.

Under the National Environnental Policy Act, the Agency is required
to assess the potential inpact of the proposed actions on protected
envi ronnental resources. Measures to avoid or at least mitigate adverse
i mpacts to protected resources nay require a change in site or project
design. A site will not be approved until the Agency has conpleted the
environnental review in accordance with 7 CFR part 1940, subpart G or
successor regul ation.

Sec. 3565.256 Architectural services.

Architectural services must be provided for the project in
accordance with 7 CFR part 1924, subpart A or successor regulation,
i ncluding plan certifications.

Sec. 3565.257 Procurenment actions.

Al'l construction procurenent actions, whether by sealed bid or by
negoti ati on, nust be conducted in a manner that provides nmaxi mum open
and free competition.

Secs. 3565. 258- 3565. 299 [ Reserved]
Sec. 3565.300 OWB control nunber.

According to the Paperwork Reduction Act of 1995, no party is
required to respond to a collection of information unless it displays a
valid OVB control nunber. The valid OVB control numnber for this
i nformation collection is 0575-0174.
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Subpart G -Processing Requiremnments
Sec. 3565.301 Loan standards.

An approved | ender nust originate and underwite the | oan and
apprai se the subject property in accordance with prudent I|ending
practices and Agency criteria addressing the follow ng factors:

(a) Borrower qualifications and creditworthiness;

(b) Property, vacancy, narket vacancy or collection |oss;

(c) Rental concessions and rent |evels;

(d) Tenant denmand and housi ng supply;

(e) Property operating and mai nt enance expense;

(f) Property requirements as contained in subpart F of this part;

(g) Debt coverage ratio;

(h) Operating and |ong-term capital requirenments;

(i) Loan-to-value ratio;

(j) Return on borrower equity; and

(k) Estimated long-term marketability of the project.

Sec. 3565.302 Allowable fees.

(a) Lender fees. The lender is authorized to charge reasonabl e and
necessary fees in connection with a borrower's application for a
guar ant eed | oan.

(b) Agency fees. The Agency will charge one or nore types of fees
deermed appropriate as reinbursenent for reasonable and necessary costs
incurred in connection with applications received fromlenders for
nmoni toring or annual renewal fees. These fees will be published in
NOFA. Agency fees may include, but are not linmted to the foll ow ng:

(1) Site Assessnent and Market Analysis or prelimnary feasibility
fee. Afee for review of an application for a determ nation of
prelimnary feasibility.

(2) Application fee. A fee submitted in conjunction with the
application for a | oan guarantee.

(3) Inspection fee. A fee for inspection of the property in
conjunction with a | oan guarantee.

(4) Transfer fee. A fee in connection with a request for approva
of a transfer of physical assets or a change in the conposition of the
ownership entity.

(5) Extension or reopening fees. A fee to extend the guarantee
conmitment or to reopen an application when a comitment has expired.
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Sec. 3565.303 Issuance of |oan guarantee.

(a) Prelimnary feasibility review During the initial processing
of a loan, the I ender may request a prelinmnary feasibility revi ew by
t he Agency when required | oan docurmentation is submtted.

(b) Conditional conmitment to guarantee a | oan. The Agency will
i ssue a conditional commtnent to guarantee a |loan. This comitnent
will be good for such tine frame as the Agency deens appropriate based
on project requirements. The commitnent to guarantee a |oan, wll
specify any conditions necessary to obtain a determ nation by the
Agency that all programrequirenments have been net. A conditiona
conmitment can be issued, subject to the availability of funds, after:

(1) Completion by the Agency of an environmental reviewin
accordance with 7 CFR part 1940, subpart G or successor regul ation, and
t he National Environmental Policy Act; and

(2) Selection of the proposed project for funding by the Agency in
accordance with ranking and selection criteria.

(c) Guarantee during construction. For conbination construction and

per manent | oans, the Agency will issue an initial guarantee to an
approved construction | ender.
(1) This guarantee will be subject to the Iimts contained in

subpart B of this part and in the |oan closing docunentation

(2) In all cases, the lender must obtain a paynent and performance
bond covering contract work or acceptable credit enhancement as
di scussed in Sec. 3565.52(a).

(3) The Il ender nust verify anpbunts expended prior to each paynent
for conpleted work and certify that an i ndependent inspector has
i nspected the property and found it to be in conformance with Agency
standards. The | ender nust provide verification that all subcontractors
have been paid and no liens have been fil ed against the property.

(d) Permanent |oan guarantee. The guarantee on the pernmanent | oan
will be issued once the followi ng itens have been subnitted to and
approved by the Agency.

(1) An updated appraisal of the project as built;

(2) Acertificate of substantial conpletion

(3) Acertificate of occupancy or simlar evidence of |oca
approval ;

(4) A final inspection conducted by a qualified Agency
representative;
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(5) Afinal cost certification in a formacceptable to the Agency;

(6) A submission to the Agency of the conplete closing docket;

(7) Acertification by the lender that the project has reached an
acceptabl e m ni rum | evel occupancy;

(8) An executed regul atory agreemnent.

(9) The Lender certifies that it has approved the borrower's
management plan and assures that the borrower is in conpliance with
Agency standards regardi ng property managenent, contained in subparts E
and F of this part;

(10) Necessary information to conpl ete an updated necessary
assi stance revi ew by the Agency; and

(11) Conpliance with all conditions contained in the conditiona
conmi t ment for guarantee.

(e) Modification of guarantee anpunt after commitnent. The Agency
may nodi fy the guarantee anpbunt or decline to issue a | oan guarantee
when a lender fails to honor obligations or to fulfill representations
made under the guarantee commtnent.

Sec. 3565.304 Lender |oan processing responsibilities.

(a) Application. The I ender will be responsible for submtting an
application for a | oan guarantee in a format prescribed by the Agency.
Lenders may submit an application at the feasibility stage or when they
request a conditional conmtnent.

(b) Project servicing, nmanagenment and disposition. Unless otherw se
permtted by the Agency, the originating | ender nmust performall |oan
functions during the period of the guarantee. These functions include
servicing, asset managenent, and, if necessary, property disposition
The | ender must mmintain and service the |loan in accordance with the
provi sions of subpart | of this part and Agency servicing procedures.

Sec. 3565.305 Mrrtgage and cl osing requirenents.

It is the lender's responsibility to ensure that the | oan closing
statement and required | oan docunents are in a formacceptable to the
Agency and included in the closing docket. The | ender is responsible
for resolving any underwiting and | oan cl osing deficiencies that are
found. The Agency's review of the lender's [oan closing docurmentation
does not constitute a waiver of fraud, msrepresentation, or failure of
j udgrment by the | ender
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Secs. 3565. 306- 3565. 349 [ Reserved]
Sec. 3565.350 OMB control numnber.

According to the Paperwork Reduction Act of 1995, no party is
required to respond to a collection of information unless it displays a
valid OVB control nunber. The valid OVB control nunber for this
i nformation collection is 0575-0174.

Subpart H -Project Managenent
Sec. 3565.351 Project managemnent.

As a condition of the guarantee, the lender is to obtain borrower

certification that the project is in compliance with local, state, federal

laws and program regquirements.

(a) Regul atory agreenent. A regul atory agreenent between the
borrower and | ender which will be executed at the tine of |oan closing
and contain the follow ng covenants:

(1) That it is binding upon the borrower and any of its successors
and assigns, as well as upon the |ender and any of its successors and
assigns, for the duration of the guaranteed | oan;

(2) That the borrower makes all payments due under the note and to
the required escrow and reserve accounts;

(3) That the borrower maintains the project as affordabl e housing
in accordance with the purposes and for the duration defined in the
st at ut e;

(4) That the borrower maintains the project in good physical and
financial condition at all tinmes;

(5) That the borrower obtains and maintains property insurance and
any other insurance coverage required to protect the security;

(6) That the borrower maintains conplete project books and
financial records, and provides the Agency and the | ender with an
annual audited financial statenent after the end of each fiscal year

(7) That the borrower makes project books and records avail able for
review by the O fice of Inspector General, Rural Devel oprment staff,
General Accounting O fice, and the Departnent of Justice, or their
representatives or successors upon appropriate notification;

(8) That the borrower prepares and conplies with the Affirmative
Fair Housing Marketing Plan and all other Fair Housing requirenents;
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(9) That the borrower operates as a single asset ownership entity,
unl ess ot herwi se approved by the Agency;

(10) That the borrower conplies with applicable federal, state and
[ ocal |aws; and

(11) That the borrower provides management satisfactory to the
| ender and to the Agency and conplies with an approved nanagenment plan
for the project.

(b) Managenent plan. The | ender must approve the borrower's
management plan and assure that the borrower is in conpliance with
Agency standards regardi ng property managenent, including the
requi renents contained in subparts E and F of this part.

(c) Tenant protection and grievance procedures. Tenants in
properties subject to a guaranteed loan are entitled to the grievance
and appeal rights contained in 7 CFR part 1944, subpart L or successor
regul ati on. The borrower must informtenants in witing of these
rights.

(d) Financial managenent.

(1) Borrower reporting requirements. At a
m ni mum the | ender nust obtain, on an annual basis, an audited annua
financial statement conducted in accordance with generally accepted
government auditing standards.

(2) Lender reporting requirenents. The | ender nmust review the
financial reports to assure that the property is in sound fisca
condition and the borrower is in conpliance with financia
requi rements. The | ender must report findings to the Agency as foll ows:

(i) Annual reports. The | ender nust subnit to the Agency a copy of
t he annual financial audit of the project and must report on the nature
and status of any findings. To the extent that outstanding findings or
i ssues remain, the |l ender nust subnit to the Agency a copy of a plan of
action for any unresolved findings.

(ii) Monthly reports. The | ender nust submit nmonthly reports to the
Agency on all loans that are either in default, delinquent, or not in
conpliance with programrequirenments. This report must provide
i nformati on on the financial condition of each |oan, the physica
condition of the property, the amount of delinquency, any other non-
conpliance with program requirenents and the proposed actions and
timetabl e to resolve the delinquency, default or non-conpliance.

(3) Reserve releases. The lender is responsible for approving or
di sapproving all borrower requests for release of funds fromthe
reserve and escrow accounts. Security deposit accounts will not be
consi dered a reserve or escrow account.
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(4) Insurance requirenments. At |oan closing, the borrower wll
provide the |l ender with docunentary evi dence that Agency insurance
requi renents have been net. The borrower nust maintain insurance in
accordance with Agency requirenents until the loan is repaid and the
| ender nust be named as the insurance policy's beneficiary. The | ender
must obtain insurance on the secured property if the borrower is unable
or unwilling to do so and charge the cost as an advance.

(5) Distribution of surplus cash. Prior to the distribution of
surplus cash to the owner, the lender nust certify that the property is
in good financial and physical condition and in conmpliance with the
regul atory agreenment. Such conpliance includes paynent of outstanding
obligations, debt service, and required funding of reserve and escrow
accounts.

(e) Physical maintenance. The | ender must annually inspect the
property to ensure that it is in conpliance with state and | ocal codes
and programrequirements. The | ender rnust certify to the Agency that a
property is in such conpliance, or report to the Agency on any non-
conpliance itenms and proposed actions and timnmetable for resolution
Failure to provide responsive corrective action can result in reduction
or cancell ation of the guarantee by the Agency.

Sec. 3565.352 Preservation of affordabl e housing.

(a) Original purpose. During the period of the guarantee, owners
are prohibited fromusing the housing or related facilities for any
pur pose ot her than an approved program purpose.

(b) Use restriction. For the original termof the guaranteed |oan,
t he housi ng nmust renmmin avail able for occupancy by | ow and noderate
i ncome househol ds, in accordance with subpart E of this part. This
requirenent will be included in a deed restriction or other instrument
acceptable to the Agency. The restriction will apply unless the housing
is acquired by foreclosure or an instrunent in lieu of foreclosure, or
t he Agency waives the applicability of this requirenent after
determ ning that each of the follow ng three circunmstances exist.

(1) There is no |l onger a need for | ow and noderate-inconme housing
in the market area in which the housing is |ocated,;

(2) Housing opportunities for |owincome households and minorities
wi Il not be reduced as a result of the waiver; and

(3) Additional federal assistance will not be necessary as a result
of the waiver.
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Sec. 3565.353 Affirmative fair housing marketing.

As a condition of the guarantee, the | ender nust ensure that the
| ender and borrower are in conpliance with the approved Affirmative
Fair Housing Marketing Plan. This plan nust be reviewed annually by the
| ender to ensure that the borrower remains in conpliance and to
recomend nodifications, as necessary.

Sec. 3565.354 Fair housing accomodati ons.

The | ender nust ensure that the borrower is in conmpliance with the
applicable fair housing laws in the devel opnent of the property, the
sel ection of applicants for housing, and ongoi ng managenent. See
subpart A of this part.

Sec. 3565.355 Changes in ownership

Any change in ownership, in whole or in part, nust be approved by
the I ender and the Agency before such change takes effect.

Secs. 3565. 356- 3565. 399 [ Reserved]
Sec. 3565.400 OWB control nunber.

According to the Paperwork Reduction Act of 1995, no party is
required to respond to a collection of information unless it displays a
valid OVB control nunber. The valid OVB control numnber for this
i nformation collection is 0575-0174.

Subpart |--Servicing Requirenents
Sec. 3565.401 Servicing objectives.

The participating lender is responsible for servicing the
guaranteed | oan throughout the termof the | oan or guarantee, whichever
is less. In all cases, the |l ender remains responsible for |iquidation
of the property in accordance with the Loan Note Agreenent, unless
ot herwi se deternined by the Agency. A |ender-servicing plan nmust be
designed and i nplemented to achi eve the foll owi ng objectives.

(a) To preserve the value of the loan and the real estate;

(b) To avoid a loss to the lender or the Agency and to limt
exposure to potential |oss;

(c) To protect the interests of the tenants; and

(d) To further program objectives.
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Sec. 3565.402 Servicing responsibilities.

The | ender nust service the | oan in accordance with this subpart
and performthe services contained in this section in a reasonable and
prudent manner. The lender is responsible for the actions of its agents
and representatives.

(a) Funds nmanagenent. The | ender must have a funds managenent
systemto receive and process borrower paynents, including the
fol | owi ng.

(1) Al principal and interest (P& ) funds and guarantee fees
coll ected and deposited into the appropriate custodial accounts.

(2) Paynents to custodial escrow accounts for taxes and insurance
prem ums, assessnments that might inpair the security (such as ground
rent), and reserve accounts for repair and capital inprovenment of the
property.

(b) Asset nmnagenent. The | ender must ensure that the property
securing the guaranteed | oan remai ns in good physical and financia
condition, in accordance with project nanagenent requirenments contained
in subpart H of this part.

(c) Managenent of delinquencies and defaults. Each nmonth the | ender
must report to the Agency any delinquencies and defaults in accordance
with subpart H of this part.

Sec. 3565.403 Special servicing.

Speci al servicing must be initiated when regul ar servicing actions
are insufficient to resolve borrower default or property deficiencies.
(a) Responsibility of lender. It is the lender's responsibility

during special servicing to nake a special effort to ensure that

mai nt enance of the property neets Agency requirements and the tenants
rights are protected, until such time that the property is |iquidated
by the lender, the loan is paid in full, or the loan is assigned to the
Agency. The | ender nust update the Agency nonthly until the default is
cured or a claimis filed. The | ender nust maintain adequate records of
any and all efforts to cure the default or to foreclose.
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(b) Initiating special servicing. Wen special servicing is
initiated, the |l ender must submit for Agency review a special servicing
pl an that includes proposed actions to cure the deficiencies and a
ti meframe for conpletion. The special servicing plan will specify the
proposed terms of any workout agreement reconmended by the | ender. The
| ender nust obtain Agency approval of the terms of any workout
agreement with the borrower. The workout agreenent may include a | oan
nodi fication, transfer of physical assets, or partial paynent of claim
and reanortization of the loan. Failure to conply with ternms contai ned
in the executed workout agreenment will be considered a default of the
guar ant eed | oan.

(1) Loan nodification. The borrower and | ender nmay agree to a | oan
nodi fi cati on when such action will inprove the financial viability of
the project and its operations, and when a circunstance exists that is
beyond the borrower's control. The Agency nust approve in advance any
| oan nodification that extends the life of the I oan or requires an
i ncrease in the amount of the guarantee. Al changes must be within the
requi renents of section 538 of the Housing Act of 1949.

(2) Change in ownership and transfer of physical assets. A default
or delingquency may be resol ved by a change of the ownership entity in
whol e or in part. The Agency nust approve all changes in ownership
prior to the effective date of the transfer, and nmay require additiona
resources fromthe | ender or borrower to resolve project deficiencies.

(3) Partial paynent of clainms. The |l ender may request a partia
paynment of claimas a result of a | oss experienced by the |l ender as a
means to work out a troubled | oan. The Agency will accept such claimif
it determines that it is in the best interest of the government. In
applying the partial payment, the | ender nust assign the obligation
covered by the partial payment to the Agency, and, if required by the
Agency, reanortize the obligation using the anbunt of the remaining
obligation over an agreed-upon term

(c) dains processing. In the event of a loss, the | ender nust
submit clainms under the guarantee in accordance with subpart J of this
part. Prior to submitting a claim the | ender rmust exhaust al
possibilities of collection on the |oan.

(d) Displacement prevention. The actions of the | ender nust not
harmthe property's tenants through di spl acenent.
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Sec. 3565.404 Transfer of nortgage servicing.

Transfer of servicing is prohibited unless the Agency deternines
t hat circunmstances warrant such action, the proposed | ender is an
eligible | ender approved by the Agency, and the transfer of servicing
i s approved by the Agency in advance.

Secs. 3565. 405- 3565. 449 [ Reserved]
Sec. 3565.450 OWB control nunber.

According to the Paperwork Reduction Act of 1995, no party is
required to respond to a collection of information unless it displays a
valid OVB control nunber. The valid OVB control nunber for this
i nformation collection is 0575-0174.

Subpart J- Assi gnment, Conveyance, and Cl ai s
Sec. 3565.451 Preclaimrequirenents.

(a) Lender certifications. After borrower default and before filing
a claimor assignnent of the loan to the Agency, the | ender must make
every reasonabl e and prudent effort to resolve the default. The | ender
must provide the Agency with an accounting of all proposed and actua
actions taken to cure the default. The | ender nust certify that al
reasonable efforts to cure the default have been exhausted. Were the
| ender fails to conply with the ternms of the | oan guarantee agreenent
and the correspondi ng regul ati ons and gui dance with regard to
liquidating the property, the Agency, at its option, may take
possession of the security collateral and di spose of the property.

(b) Due diligence by Iender. For all |oan servicing actions where a
mar ket, net recovery or liquidation value deternmination is required,
guaranteed | enders shall perform due diligence in
conjunction with the apprai sal and subnmit it to the Agency for review.
The Phase | Environnental Site Assessnent published by the American
Soci ety of Testing and Materials is considered an acceptable format for
due diligence.

(c) Environmental review. The Agency is required to conplete an
envi ronnent al review under the National Environmental Policy Act, in
accordance with 7 CFR part 1940, subpart G or a successor regul ation,
prior to disposition of inventory property, if title is held by the
Agency, and prior to any authorization to the guaranteed | ender to
forecl ose and di spose of property, and for any other servicing action
requi ri ng Agency approval or consent.
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Sec. 3565.452 Decision to |iquidate.

(a) A decision to liquidate shall be made when it is determ ned that
t he default cannot be cured through actions contained in Sec. 3565. 403
of subpart | or it has been determined that it is in the best interest
of the Agency and the |l ender to |iquidate.

(b) I'n the event of a default involving a loan to an Indian tribe or
tribal corporation nade under this section which is secured by an interest in
land within such tribe's reservation (as determ ned by the Secretary of the
Interior), including a community in Al aska incorporated by the Secretary of
the Interior pursuant to the Indian Reorganization Act (25 U . S.C. 461 et
seq.), the lender shall only pursue liquidation after offering to transfer the
account to an eligible tribal nenmber, the tribe, or the Indian housing
authority serving the tribe. |If the |lender subsequently proceeds to |iquidate
t he account, the I ender shall not sell, transfer, or otherw se dispose of or
alienate the property except to one of the entities described in the preceding
sent ence.

Sec. 3565.453 Disposition of the property.

(a) Liquidation plan. The lender will, within 30 days after a
decision to liquidate, submit to the Agency in witing its proposed
detail ed plan of |iquidation. Upon approval by the Agency of the
liquidation plan, the lender will proceed to liquidate. At a mni num
this plan rmust contain the follow ng informtion:

(1) Such proof as the Agency requires to establish the |ender's
owner shi p of the guaranteed | oan pronissory note and related security
instruments and a copy of the payment |edger if avail abl e which
reflects the current | oan bal ance and accrued interest to date and the
nmet hod of conputing the interest.

(2) Afull and complete list of all collateral including any
personal and corporate guarantees.

(3) The recomended |iqui dation et hods for naking the maxi mum
col l ection possible on the indebtedness and the justification for such
nmet hods, including reconmrended actions for:

(i) Acquiring and di sposing of all collateral

(ii) Collecting from guarantors;

(iii) Ontaining an appraisal of the collateral

(iv) Setting the proposed date of foreclosure; and

(v) Setting the proposed date of |iquidation

(4) Necessary steps for protection of the tenants and preservation
of the coll ateral
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(5) Copies of the borrower's | atest available financial statenents.

(6) Copies of the guarantor's |atest available financia
statenents.

(7) An item zed list of estimated |iquidation expenses expected to
be incurred along with justification for each expense.

(8) A schedule to periodically report to the Agency on the progress
of liquidation. (9) Estimated protective advance anmpunts with
justification.

(b) Filing an estinmated | oss claim Upon Agency concurrence in the
[ iquidation plan and when the | ender owns any or all of the guaranteed
portion of the |oan, the Agency may, in accordance with program
gui dance, pay an estimated | oss paynment based on an Agency determ ned
percent age of the approved estinmate of the loss. The estimated | oss

paynment will be based in the Iiquidation value of the collateral. If
such payment is made, it will be applied to the outstanding principa
bal ance owed on the guaranteed debt. The |lender will discontinue

i nterest accrual on the defaulted | oan in accordance with Agency
procedures.

(c) Property disposition. Once the liquidation plan has Agency
approval, the |l ender nmust make every effort to |iquidate the property
in a manner that will yield the highest market value consistent with
the protections afforded to tenants contained in 7 CFR part 1944,
subpart L or successor regulation. This |iquidation process nmust be
conpleted within 9 nmonths fromthe | ender's decision to |iquidate,
unl ess ot herwi se approved by the Agency.

(d) Transmitting paynents and proceeds to the Agency. Wen the
Agency is the holder of a portion of the guaranteed |oan, the |ender
will transmit to the Agency its pro rata share of any paynments received
fromthe borrower, |iquidation, or other proceeds.

Sec. 3565.454 [Reserved]
Sec. 3565.455 Alternative disposition methods.

The Agency, in its sole discretion, may choose to obtain an
assignment of the loan fromthe | ender or conveyance of title obtained
by the | ender through foreclosure or a deed-in-lieu of foreclosure.

(a) Assignnent. In the case of an assignment of the l|oan, the
assignment of the security instrunents or the security must be in
witten and recordable form Conpletion of the assignnment will occur
once the followi ng transactions are conpleted to the Agency's
sati sfaction.
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7 CFR Part 3565
Sec. 3565.455 (Con.)

(1) Conveyance to the Agency of all the lender's rights and
i nterests arising under the | oan.

(2) Assignnent to the Agency of all clainms against the borrower or
others arising out of the |oan transactions, including:

(i) Al collateral agreements affecting financing, construction
use or operation of the property; and

(ii) Al insurance or surety bonds, or other guarantees, and al
clai ms under them

(3) Certification that the collateral has been evaluated for the
presence of contamnation fromthe rel ease of hazardous substances,
petrol eum products or other environmental hazards which may adversely
i npact the market value of the property and the results of that
eval uati on.

(b) Conveyance of title. In the case of a conveyance of title to
the property, the lender must informthe Agency in advance of how it
plans to acquire title and a tinetable for doing so. The Agency wl|l
accept the conveyance upon recei pt of an assignment to the Agency of
all clainms of the | ender against the property and assignnent of the
lender's rights to any operating funds and any reserves or escrows
established for the nmaintenance of the property or the paynment of
property taxes and insurance.

Sec. 3565.456 Filing a claim

Once the | ender has di sposed of the property or the Agency has
agreed to accept an assignment of the |oan or conveyance of title to
the property, the lender may file a claimfor the guaranteed portion of
al |l owabl e | osses. Al claimanounts nmust be cal cul ated in accordance
with this subpart and be approved by the Agency.

Sec. 3565.457 Determ nation of claimanount.

(a) Maxi mum guar ant ee payment. The maxi num guarant ee payment wl |l
not exceed the ampunt of guarantee percentage as contained in the
guar ant ee agreenent (but in no event nore than 90% tines the allowable
| oss anount.

(b) Date of loss. The date of loss is the earliest of the date on
whi ch the property is foreclosed or acquired or the proposed date of
foreclosure or acquisition in the liquidation plan, unless an
alternative date is approved by the Agency. Were the Agency chooses to
accept an assignment of the [oan or conveyance of title, the date of
loss will be the date on which the Agency accepts assignment of the
| oan or conveyance of title.
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Sec. 3565.457 (Con.)

(c) Al owabl e claimanount. The all owabl e cl ai m anbunt nust be
cal cul at ed by:

(1) Adding to the unpaid principal and interest on the date of
| oss, an anount approved by the Agency for paynents nade by
the I ender for ampbunts due and owi ng on the property,
i ncl udi ng:

(i) Property taxes and other protective advances as approved by the
Agency;

(ii) Water and sewer charges and ot her special assessnments that are
liens prior to the guaranteed | oan;

(iii) Insurance on the property;

(iv) Loan guarantee fees paid after default; and

(v) Reasonabl e |iquidation expenses.

(2) And by deducting the follow ng itemns:

(i) Any armount received by the | ender on the account of the
guaranteed |l oan after the date of default;

(ii) Any net income received by the | ender fromthe secured
property after the date of default; and

(iii) Any cash itens retained by the | ender, except any anount
representing a balance of the guaranteed | oan not advanced to the
borrower. Any | oan ambunt not advanced will be applied by the lender to
reduce the outstanding principal on the |oan

(d) Lender certification. The lender must certify that al
possibilities of collection have been exhausted and that all of the
items specified in paragraph (c) of this section have been identified
and reported to the Agency as a condition for paynment of claim

Sec. 3565.458 W thdrawal of claim

If the lender provides tinmely witten notice to the Agency of
wi t hdrawal of the claim the guarantee will continue as if the default
had not occurred if the borrower cures the default prior to foreclosure
or prior to acceptance of a deed-in-lieu of foreclosure.

Secs. 3565. 459- 3565. 499 [ Reserved]
Sec. 3565.500 OWB control nunber.

According to the Paperwork Reduction Act of 1995, no party is
required to respond to a collection of information unless it displays a
valid OVB control nunber. The valid OVB control nunber for this
i nformation collection is 0575-0174.
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